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Income tax of
Licence and income taxes of 1867-73'
1904-5 by the exemption of small incomes. Taxes of a similar nature have been levied from time to time, and the amount derived from them has varied according to the particular regulation in force.
Direct taxation was well-known to the native governments which formerly ruled in India. The imposts varied in name and conditions, but depended in general on an intimate acquaintance with the circumstances of the non-agricultural families who paid the tax. These direct taxes were, as a rule, relinquished by the British administration, with a host of miscellaneous octroi and transit duties, at the time when the salt tax was raised (1843). Among the few old taxes retained was \kzpandhari tax in the Central Provinces, which was finally abolished in 1902-3. This impost was a form of house tax, levied by the MariHhSs from petty artisans and shopkeepers and nonragrieiilturi,sts. It was collected with the land revenue until 1860-1, when it was converted into a tax at fixed rates on small non-agricultural incomes, supplemental y to the general income tax.
Apart from such local taxes, the first general income tax wa$ levied in 1860, to relieve the financial difficulties which beset the country after the Mutiny* An Act was introduced in that year, on the English model, to have effect for a period of five years. The tax was levied on all incomes exceeding Rs. aoo per annum arising from property, professions, trades, and offices, and included incomes derived from land. The rate was 2 per cent on incomes between Rs. 200 and 300, and 3 per cent, on larger incomes, with an additional i per cent to be used for local public works* In 1862 the minimum taxable income was raised to Rs. 500, and in 1863 the rate was reduced to 3 per cent. The tax produced on an average 154 lakhs a year.
As intended, this Act ceased to operate in 1865, but the financial position would not permit of direct taxation being abandoned. In 1867 an Act was passed imposing a licence tax on professions and trades. The tax was non-agriculUiinJ, but extended to all persons exercising a profession or whose income or profits were not less than Rs. 200 per The tssessees were divided into classes, paying at fixed amounting to a per cent, on the minimum income of each class, The total collection yielded 65 lakhs. The lime was one of great femncial embarrassment, the ordinary expenditure exceeding the ordinary income in several succes&ive years* The area of tamtbii, and the rate, were accordingly varied